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SUBJECT: Proposed Draft Medium Term Capital & Operational Budget 2012-2015 
1. Background 

The MFMA requires a Council to adopt a three year capital and operating budgets that take into account, and are linked to, 
the municipalit/s current and future development priorities and other finance - related policies. 


On the 27July 2011 Council approved the IDP and Budget Process Plan as required by the Local Government: Municipal 
Systems Act No. 32 of 2000. 

The IDP processes were complete at the end of September 2011 and thereafter the budget process started. Ward plans 
were developed from the inputs identified by the community. The IDP and ward plans then Informed the compilation of 
the budget. 

These budgets must clearly set out revenue by source and expenditure by vote over three years and must be accompanied 
by performance objectives for revenue and expenditure and any particulars on borrowings. Investments, grant allocations 
and details of employment costs. 

The budget may be funded only from reasonable estimates of revenue and cash - backed surplus from previous year and 
borrowings. 

Various processes was put forth to conclude the balancing of the budget, for instance, it Is the firth draft whereby the 
directorates together with finance cut the expenditure to be In line with our anticipated revenue. Management played an 
integral part in assessing the budget at Management meetings and assisting with the savings to bring us to a well-balanced 
proposed budget. We once again use a zero based budgeting approach. 


2. Discussion 

Growth to the Municipality's Medium Term Revenue and Expenditure Framework (MTREF) is based on a combination of 
factors such as (relatively low} generic growth to core tariff based services, operational efficiencies and revenue-related 
policies aimed at optimizing and sustaining all income sources. 

IDP objectives 

Successful alignment of the Municipalit/s service delivery priorities, as embodied in the updated IDP and its focus areas, 
objectives and perspectives, to that of national and provincial governments are seen as critical if we are to achieve our 
developmental goals. 
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Main strategic focus areas aligned to National KPA's are: 

• Sustainable and Quality Environment with efficient Infrastructure, 

• Economic prosperity based on dynamic, diverse and shared economy, 

• Improved quality of life and social well-being, 

• Efficient and financially viable municipality, 

• Democratic and accountabie governance, 

• Institutional excellence. 

2. CAPITAL BUDGET (MTREF 2012-2015- 3yrs) 

2.1. Capital Expenditure budget 

The Capital Adjustment Expenditure budget for the year 2011/12 amounts to R320 million. 

2012/13 financial year amounts to R 244 million, which represents a decrease of R 76 million 
2013/14 financial year amounts to R269 million, which represents an increase of R25 million 
2014/15 financial year amounts to R304 million which represents an increase of R 35 million 

The total capital needs provided by the different Directorates for the 3 years amounts to R1.2 billion of which the 
municipality can only afford R820 million. An endeavour will be embarked on to develop a funding model to see how we 
can finance some of the other needs. 

Detail of all the projects within the capital budget can be found in attach annexure B (pagel3 to 30 } 


2.2. Capital projects per GFS function 

CAPITAL BUDGET 2012 TO 2015 PER GFS CLASSIFICATION 


DESCRIPTION 

NEW 

ADJUSTED 

BUDGET 

2011/2012 

TOTAL 

PROJECTED 

BUDGET 

2012/2012 

% 

GROWTH 

TOTAL 

PROJECTED 

BUDGET 

2013/2014 

% 

GROWTH 

TOTAL 

PROJECTED 

BUDGET 

2014/2015 

% GROWTH 

TOTAl 

BUDGE1 

2012-2015 

EXECUTIVE AND COUNCIL 

1,266,037 

1,540,000 


205,000 

-86.7% 

240,000 

17.1% 

1,985,00C 

BUDGET AND TREASURY OFFICE 

513,067 

1,660,000 

mm 

322,000 

-80.6% 

264,000 

-18.0% 

2,246, OOC 

CORPORATE SERVICES 

20,728,004 

19,425,500 

mm 

21,514,050 

10.8% 

23,940,508 

11.3% 

64,880,058 

PLANNING AND DEVELOPMENT 

1,930,530 

973,000 

-49.6% 

1,260,000 

29.5% 

1,913,500 

51.9% 

4,146,500 

HEALTH 

COMMUNITY AND SOCIAL 

140,000 

183,000 

30.7% 

124,050 

-32.2% 

175,734 

41.7% 

482,784 

SERVICES 

23,181,513 

4,802,970 

-79.3% 

3,608,407 

-24.9% 

4,774,458 

32.3% 

13,185,835 

HOUSING 

14,055,214 

11,751,000 

-16.4% 

12,016,000 

2.3% 

11,571,000 

-3.7% 

35,338,000 

PUBLIC SAFETY 

1,195,314 

1,508,000 

26.2% 

2,466,825 

63.6% 

3,432,926 

39.2% 

7,407,751 

SPORT AND RECREATION 

5,822,383 

7,198,000 

23.6% 

10,426,385 

44.9% 

6,560,141 

-37.1% 

24,184,526 

WASTE MANAGEMENT 

6,980,525 

5,950,000 

-14.8% 

3,690,000 

-38.0% 

3,715,000 

0.7% 

13,355,000 

WASTE WATER MANAGEMENT 

143,489,552 

100,220,000 

-30.2% 

74,105,000 

-26.1% 

83,835,376 

13.1% 

258,160,376 

ROAD TRANSPORT 

25,891,651 

17,522,000 

-32.3% 

26,313,000 

50.2% 

29,445,000 

11.9% 

73,280,000 

WATER 

51,858,915 

41,960,000 

-19.1% 

83,204,793 

98.3% 

101,318,874 

21.8% 

226,483,667 

ELEaRICITY 

23,208,526 

29,885,000 

28.8% 

29,775,000 

-0.4% 

33,110,000 

11.2% 

92,770,000 

TOTAL 

320,261,231 

244,578/470 

-23.6% 

269,030,510 

10.0% 

304,296,516 

13.1% 

817,905,497 


Please take note that the Approved Capital budget 2011/2012 was adjusted downwards during the Adjustment Budget to 
R 320 million; hence there will be huge increases and decreases in certain GFS functions. 


The following are the reasons for increases and decreases on the capital budget: 

Executive and Council increased by 21 % compared to Adjusted budget 2011/2012 due to: 

o Replacements of Computers and the new HR and payroll program to be purchased. 

Budget and Treasury Office increased by 223.54 % compared to Adjusted budget 2011/12 due to: 
o a Radix Meter reading equipment to be purchased. 

Corporate Services budget includes fleet management of the following amounts, year 2012/13 (R 10.8 million) year 
2013/14 (R9.3 milifon) and year 2014/15 (R 12 million). 

Sports and Recreation increased by R1.4 million (24%) due to: 

o The upgrading of the Saron Sports Stadium and New Orleans Sport facility, 
o Dal Josaphat Stadium upgrading of track amounts to R2 million, 
o The upgrading of the Newton and Pelikan Park facilities. 


Housing decrease by R2,l million (16%) due to: 


A lesser amount provided for in the proposed budget year 2012/13 as compared to Adjusted budget 2011/12 
for land acquisition and bulk services by R2 million. 


Community and Social Services decreased by R18 million (79%), due to: 


o the completion of the Paarl East Multi-Purpose centre (R13.5 million) that was constructed in 2010/11 and 
finished In the 2011/12 (R12.1 million) budget, 

o the completion and expansion of the new library at Market street In 2011/2012 (R 5.6 mill) 

Waste Water Management decreased by R43 million (30%) due to: 


o 

o 

o 

o 

0 


Paarl WWTW phase 2 upgrades and extensions which decreased from Rll to R 5 million In 2012/13 budget 

Upgrading and extensions Paarl WWTW from R 12 to R 2 milifon In 2012/13 budget year 
WWTW Saron rehabilitation and extensions from R35 million to R3 million in 2012/13 budget year 

Bulk gravity outfall sewer Carolina road - Paarl South from R3 million In Adjusted budget 2011/12 to 500 000 
in 2012/2013 budget year. 

Pentz street Pump station and new rising increase from 10 million to 16 million 


Waste Management decreased by Rl million (14%) due to: 

o The completion of a new fence in Wellington landfill site from R5 million in 2011/12 budget year once off 
project. 

Electricity increased by R6,6 million (28%) due to : 

o Extensions of Mains and general distribution of R1.8millton more in Adjusted budget 2011/12 
o Electrification of housing projects increase the most from R 2 million in 2011/12 to R 5 million in 2012/13 
o Asset management system from no budget to R1.5 million. 
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2.3. Linkages report of the Capital budget to iDP objectives 

See attached Annexure B {page 15) 
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2.4. Wards 

The strategic approach was to have a ward based budget. 

The following were considered when the budget was linked to different wards: 

• If the entire capital project is linked to one ward then the budget is allocated to that specific ward. 

• If the projects are for different wards the capital project cost is proportionally distributed between the wards. 


2.5 Ward plan 

The linkages of the ward plans will be given at a later stage. 
2.6. Capital Revenue budget 


CAPITAL BUDGET PER FUNDING SOURCE 2012 TO 2015 


DESCRIPTION 

NEW ADJUSTED 

BUDGET 

2011/2012 

TOTAL 

PROJECTED 

BUDGET 

2012/2012 

TOTAL 

PROJECTED 

BUDGET 

2013/2014 

TOTAL 

PROJECTED 

BUDGET 

2014/2015 

CRR 

34,501,334 

15,303,470 

27,932,667 

45,332,287 

EX LOAN 

243,147,844 

183,195,000 

189,091,843 

198,818,229 

AD HOC 

42,612,053 

46,080,000 

52,006,000 

60,146,000 

TOTAL 

320,261,231 

244,578,470 

269,030,510 

304,296,516 


3. OPERATING BUDGET (MTREF 2012-2015- 3yrs) 

3.1 Operating Revenue 

Each year. National Treasury Issues a MFMA circular (No.58) to municipalities advising them of the budget parameters 
within which municipalities should work when preparing their budgets. When revising our tariffs the following extract from 
the circular needs our attention "In considering changes in property rates, municipalities need to take cognizance of local 
economic conditions such as the gradual recovery in the property rates, trends In household Incomes and unemployment." 

The circular underpins headline Inflation forecasts for 2012/13 that Is 5,4 per cent. 

The growth parameters apply to tariff Increases for property rates and other municipal service charges raised by the 
municipality, to ensure certain service deliverables to our communities and a credible budget such as: 

• Funds only activities consistent with the IDP ensuring the IDP is realistically achievable given the financial 
constraints of the municipality, 

• Is achievable in terms of agreed service delivery and performance targets, 

• Contains revenue and expenditure projections that are consistent with current and on past performance and 
supported by documented evidence of future assumptions, 

• Does not jeopardize the financial viability of the municipality by ensuring that financial position is maintained 
within generally accepted prudential limits and that obligations can be met in the short, medium and long term, 



















Further key parameters applied by the Munfdpalit/s financial framework included the following for the three financial 
years: 


Proposed Tariff Increases 


PROPOSED TARIFF FOR MTREF BUDGET FOR 2012 TO 2015 


TARIFFS TYPES 

APPROVED 

2011/2012 

PROPOSED 

2012/2013 

PROPOSED 

2013/2014 

PROPOSED 

2014/2015 

Rates 

5.00% 

7.50% 

7.50% 

7.50% 

Refuse 

7.00% 

7.00% 

7.00% 

7.00% 

Sanitation 

7.00% 

7.00% 

'7.00% 

7.00% 

Water 

10.00% 

16.00% 

16.00% 

16.00% 

Electricity - Prepaid 

17.00% 

13.03% 

11.03% 

11.03% 

Electricity - Conventional 

19.00% 

13,03% 

11.03% 

11.03% 

Electricity Growth 

1.00% 

2.00% 

2.00% 

2.00% 

Growth on other Services 

1.00% 

1.00% 

1.00% 

1.00% 

Sundry Tariffs 

7.50% 

7.50% 

7.50% 

7.50% 


3.4 .OPERATING REVENUE BUDGET 

Below Is the chart to reflect the Operational Revenue Budget; 


OPERATING REV^J^„yE|UD§ET2012/2013 


Other revenue 

Transfers recognised 
operational 
- 11 % 


Reftise revenue 
-4% 


Capital 

- 3 % 


Property rates 
-14% 


Sanitation revenue 
-3% 


Water revenue J 
- 10 % 



Electricity revenue 
-50% 
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3.5. Operating Expenditure 


Total expenditure for the following three financial year amounts to: 

The current year 2011/12 amounts to R 1,19 billion. 

ooJq ? ^Jnancial year amounts to R 1,3 billion, which represents an increase of R 126 million (10.3 %} 
oAi A M t to Rl,4 billion, which represents an increase of R128 million (9.7%) 

/15 financial year amounts to R1.6 billion which represents an increase of R 155 million(10.8%) 


Below is the chart to refl ects the Operational Expenditure Budget: 



MiSaiaries as a % of total expenditure can be calculated as follows: 


1. Salaries and allowances plus employer contributions pius councilors allowances minus Employee cost 

charged out = 24% ^ wai. 

2. Salaries and allowances + employer contributions + councilors allowances = 25% 

3.6 .Explanation on the Increases on the budget: 

Inl item shnwrfh'i'”"',' ‘ The summary per 

indices an rreafa"^"'" ' 

billion, which indicates an increase of R128 million 
014/15 amounts to R1.6 billion which Indicates an increase of R 155 million 

> Although the Operating Expenditure Budget has increased by R 126 million In year 1, the Municipality reduced 
the budget such as Conference Fees, Consultancy Fees, Entertainment, etc (Such expenses have been 
Standardized to all the Directorates). 

> The Adjustment Operating Expenditure budget 2011/2012 was decreased by an amount of R37 million. 



The reason for the above Inflation Increase on expenditure are mainly due to increase in: 

■ Employment Related costs Increased by 9.7% ( Salary Increases 8 % and 1 % notch increase) annually , 

TASK which stands for. Tuned, Assessment of Skills and Knowledge' is a system of job evaluation that uses defined 
skill levels and factors to grade all posts In the municipality thereby assessing within the process of grading posts. 
Implementation of task job evaluation will result In having one system, will mean that employers and employees 
to compare between other municipalities. 

. ■ Bulk Purchases on Electricity costs Increased by 14% due to the annual NERSA increases on bulk electricity. 

■ Contracted Services costs Increased by 1%, 8% and 8% for the years 2012/13, 2013/14 and 2014/15 respectively 
due to annual inflationary Increases by services providers. 

Repairs & Maintenance 

Please take note that the Approved Operating budget 2011/2012 was adjusted downwards during the Adjustment Budget 
to R 37 million; hence there will be huge Increases and decreases In certain functions. 

Repairs and Maintenance increased by 14 %, 10 % and 10% respectively for the three years: This resulted In an 

Increase/decrease of the repairs and maintenance budget from: 

Decrease of 20 million In Adjustment budget 2011/2012 

Increase of R 8.3 million In Adjusted budget 2011/2012 to 2012/2013 and 

R6.8 million In 2013/14 and R7.4 million In 2014/15. 

The percentage Repairs and Maintenance to the budget are 5.1%, 5.1% and 5.17% respectively for year 2012 - 15. The 
norm for Repairs and Maintenance to the budget percentage indicator Is 10%. if we want to stay in line, we need to 
Increase the line items with R50 million, R60 million and R 70 million respectively for the three budget years. The fact that 
we budget for less than 10 per cent will result in a risk of maintaining our assets. It will lead to a shorter lifespan of our 
assets and will show an increase in our Capital budget sooner. It is proposed that we take up the Issue with Province 
regarding unfunded mandates to be able to get extra funds to maintain our assets. 

■ Drakenstein Area will result in a better maintained environment and here are some of the maintenance 
projects : 

o R2.7 million of repairs to be executed for sewerage distribution, 

o R 7 million for repairs on water distribution, 

o R 10.1 million for repairs on electrical mains, 

o R 2.9millIon for repairs on electrical services connections, 

o R 5 million for repairs on external maintenance of vehicles and equipment, 

o R 5 million for repairs on housing maintenance, 

o R 3 million for repairs on stormwater drains, 

o R 2 million for repairs on street lightning, 

o R 6 million for repairs on street maintenance, 

o R5.6 million for repairs on street resealIng, 

o R1.7 million for repairs on substations, 

o R 3.3 million for repairs on Buildings and grounds, 

o R 3 million for repairs of tools and equipment. 
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About 87% of repairs and maintenance will be allocated to the repairs of the environmental conditions of the Drakenstein 
Area and these are the most visible projects In our community. Some of the maintenance projects forms part of the IDP 
Projects. 


3.7 indigent Subsidies 



2012/13 

2013/14 

2014/15 

Households earning less than R 3172 per month 

Elecffidty 

100 units of free electricty 

78.42 

100 units of free electiicty 

87.07 

100 units of free electnety 

96.67 

Sewerage 

credifed to thekaccounf 

101,00 

credited to their account 

110.00 

credited to theiraccount 

120.00 

Refuse 

credited to theiraccount 

101.00 

credited to their account 

110.00 

credited to fheir account 

120.00 

Wafer 

lOklofwoterforfree 

33.00 

lOkI of water for free 

36.96 

lOkiofwaterforfree 

41.4 

Total 


313.42 


344.03 


378.07 

Property valuation less than R 150 000 

Rates 

Less Then R150 000 

74.39 

Less Than R150 000 

80.30 

Less Than R150 000 

85 



337.81 


418.42 


458.37 


3.8 Pensioners and disabled persons qualify for a 50% rebate on property rates. 


3.9 Equitable grants received which covers the indigent subsidies 


EQUITABLE GRANTS RECEIVED 

2012/2013 YEAR! 

201 3/201 4 YEAR 2 

2014/2015 YEARS 

ELEaRlCiTY 

(27,297,000) 

(29,811,000) 

(37,000,000] 

SEWERAGE 

(12,000,000) 

(12,850,000) 

(13,750,000) 

REFUSE 

(14,700,000) 

(15,780,000) 

(16,850,000) 

WATER 

(15,400,000) 

(16,000,000) 

(18,600,000) 

TOTAL 

(69,397,000) 

(74,441,000) 

(86,200,000) 
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4. Budget related policies 

All budget related policies has been reviewed and changes are proposed for the following policies- 

1. Indigent policy 

2. Credit control policy 

3. Travelling and subsistence 

4. Grants Policy 

5. Inventory Policy 

Refer to annexure page for detail of the changes. All policies are also attached In a separate 
book. 

5. Recommendation 

t. 

2 . 

3. 

4. 



That MAYCO approves the Proposed Tariffs 

That MAYCO approves the Proposed changes to the budget related policies 

Recommend to Council to approve the draft MTREF and thereafter approval for public 
release. 
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KEY BUDGET ASSUMPTIONS 

DESCRIPTION 

Growth Parameters 

National Treasury Budget grov/th Parameters 
Inflation rate 
Tariff Increases 

Rates 

Refuse 

Sanitation 

Water 

Water -Prepaid 
Electrldty-Prepald 
Electridty 
Electridty growth 
SundryTariffs 
Grov/th In Sendees 
Average Fuel price; 

Petrol per litre 
Diesel per liter 

Bulk Purchases : 

- Electridty 
-Electridty 
I -Electridty 


Salary/wage Increments (Notch increments) 
SalaryAvage Increases 

Average collection of revenue 


2011/2012 


ADiUSTMENT 

2011/2012 


2012/20131 2013/20141 2014/2Qlsl 


1.009< 

1.00% 

2,00% 

1.00% 

1,00% 

R 10.39 

R 10.39 

R9.62 

R 11.44 

R12.00 

R 12.50 




R 11.90 






28.90% 

390.112.381.00 

28.90% 

402,512.381.00 

13.50% 

460,224.267 

13,50% 

522,354,544 

13.50% 

592,872,406.91 

10.00% 

10.00% 

10.00% 

10.00% 

10% 


18,019,350.00 21,719350.00 23.5S7,254| 25,474,2341 ' 



Equitable share 

FInandal Management Grant 

Munidpal Systems Improvement Grant 

Expanded Public Works Program 

Community Dev Worker Operatfona) Grant 

Ubrary Sendees Conditional Grant 

Training Levy Refund 

Provincial Highways 

Dept of Housing Funds/Human Settle 

Public works 

Total unspend grants AFS 

Decrease FMG 

[integrated National Electrification Program 
Total Operating Grants 


CAPITAL ALLOCATIONS 
MIG Funds 

National Electrification Project 
Library Subsidies 

Regional Bulk Infrastructure Grant * (RBIGjAllocations 

BULK INFRASTRUCTUfiE LEVY 

Public Transport Infrastructure 

Bulk Service Levy -Civil 

Bulk Service Levy - Engineering 

Department of Water Affairs 

Grants not budgeted 

Total Capital Grants j" 

N/A Not Available T 

TOTAL GRANTS f 


1 62,476,000 

62,476,000 

1,250,000 

1,250,000 

790.000 

790.000 
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